METHODS  OF  COMPENSATION
(a) WAGE METHODS AND BONUSES
WAGES,  HOURS  AND   INDIVIDUAL OUTPUTl
The Economic Law of Wages
The question of compensation is inseparable from the general wage problem. Limitations of space preclude a discussion of the theory of wages and those interested in the problem are referred to standard theoretical works on the subject Nor would the theory of wages as developed by economists be of much practical aid for the purposes for which this volume is published.
The Marxian theory, which is held by the Socialists and is the ultimate logical elaboration of the classical theories of Smith and Ricardo, holds that wages' are determined by the cost of maintaining a worker and his family at the standard of living prevailing in society at a given time. As the standard of life is, however, a very elastic quantity varying greatly among different groups of workers living in the same country and in the same period, the Marxian theory, whatever its theoretical merits, is of little practical value for our purposes.
At the other extreme of economic thought is the "marginal utility" theory which is today the accepted theory in our schools and universities. According to this theory, the rate of wages is determined by the marginal or ultimate utility of productivity of labor, that is to say, by the specific contribution which the last available laborer makes to the necessary product of society.
The two theories really supplement one another, and mark the limits within which wages fluctuate in actual practice under the varying 'and interacting influences of supply and demand.
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